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KEY ECONOMIC INDICATORS _ 


In billions of Austrian Schillings (AS) at current prices, except 
otherwise stated. 
1989 1990 1991 1992 
Projections Projection 
Domestic Economy 
Population (millions) 
Population growth (%) 
GDP at constant (1983) prices 
GDP at current prices 
GNP at current prices 
Per capita GDP (AS thousands) 
Consumer Price Index % change 


Production and Employment 
Labor force (1,000s) 
Unemployment (avg. % for year) 
Industrial production 
(1986=100)% change 
Fed. Govt. deficit as % of GDP 


Balance of Payments 

Exports (FOB) 

Imports (CIF) 

Trade balance (including 
transit trade) 

Tourism receipts 

Tourism expenditures 
Services balance 
Current-account balance 

Foreign direct investment in 
Austria (new) 

Foreign debt (year-end) 
Foreign debt-service paid 
Foreign debt-service ratio 
as % of merchandise exports 

Foreign exchange reserves 
(year end) 

Average exchange rate for 
year (in AS for $1.00) 


Foreign Direct Investment in Austria 
Total (cumulative) 
U.S. (cumulative) 
U.S. share (%) 


U.S.-Austrian Trade 
Austrian imports fm U.S. (CIF) 
Austrian exports to U.S. (FOB) 
Trade balance (U.S. fayor) 
U.S. share of Austrian ‘imports 
U.S. share of Austrian exports 
U.S. bilateral aid 


Principal U.S. exports (1990, $ million): Office machines (366.0); 
nonelectrical machinery, excluding business machines (235.9); vehicles, 
including airplanes and boats (216.7); electrical machinery and equipment 
(115.1); pharmaceuticals (102.8); instruments other than medical or laboratory 


(86.9); telephone and audio-visual equipment (67.6); medical instruments 
(54.9); laboratory instruments (52.0); plastic materials (46.1); mineral fuels 


mineral oils and distillates, bituminous substances (41.0); miscellaneous 
chemicals products (39.3). 


Principal U.S. imports (1990, $ million): nonelectrical machinery, excluding 
business machines (301.0); iron and steel (109.7); electrical machinery and 
equipment (78.2); glass and glassware (71.0); vehicles, including airplanes an 
boats (61.0); toys, games, sporting goods (45.2); instruments other than 
medical or laboratory (43.7); paper and paperboard (29.6); plastic materials 


(29.6); preparations of vegetables or fruits (28.7); chemicals (25.8); 
laboratory instruments (24.4). 





SUMMARY 


Austria’s economic boom is leveling off. After enjoying 4.9 percent 
real growth in 1990, Austria’s economy grew at a lower though still 
firm rate of 2.8 percent in 1991. Strong investment and lively 
private consumption supported the 1991 growth as the export 
expansion came to an end. Due to the continued weak world economy 
and an expected slowdown in Germany’s economy, the Embassy projects 
real Austrian economic growth of only 2.0 percent for 1992. Private 
households’ consumption levels should remain firm, which will mean a 
slightly lower savings rate. Investment levels will remain high due 
to the preparations for EC/EEA membership and the expected business 
opportunities in Central and Eastern Europe. Austria’s annual 


economic growth is projected to average 3.0 percent over the 
medium-tern. 


Western European economic developments, particularly in Germany, 
continue to have a major impact on the Austrian economy. Because of 
the close economic relationship, the Central Bank maintains a "hard 
Schilling policy" pegging the Schilling (AS) to the German Mark 
(DM). This policy is not expected to change. Austrian interest 
rates are expected to remain high, at least during the first half of 
1992, as a result of German monetary policies. 


The European Community Commission has issued a positive opinion on 
Austria’s application for full membership in the European Community 
(EC). Formal accession negotiations could begin as early as the 
second half of 1992, making membership possible by 1994/95. 
Meanwhile, Austria will move ahead on its own to integrate more 
closely with the EC. By 1993, Austria should have assumed 60 
percent of the EC’s rules and procedures as a member of the European 
Economic Area (EEA), the common economic area which the EC and EFTA 
are creating. The market-oriented reforms in Eastern Europe will 
have an important positive effect on Austria’s economy, especially 


in the long run. Internally, Austria is becoming a more liberal and 
open economy. 


Austria’s "grand coalition" government of the Social Democrats (SPO) 
and People’s Party (OVP) will have to face a variety of political 
and economic issues over the next 12 months. Important items of 
economic policy include further reducing the federal budget deficit, 
changing or amending over 100 federal laws to prepare for the EEA, 
starting EC membership negotiations, and preparing the second step 
of a tax reform program to go into effect in 1993. Although the 
government is on the right track, some of these issues, as well as 
the 1992 Austrian presidential elections, could potentially lead to 
greater conflict between the two coalition partners. 


U.S. exports to Austria rose 15 percent in 1991, partly due to the 
low dollar exchange rate. Austria should remain an interesting 
market for both U.S. exporters and for investors, especially given 
its stable economic and political climate, strong currency, the 30 
percent corporate tax rate, and the liberal foreign exchange 
regime. Furthermore, the importance of Austria as a gateway for 
U.S. exporters and investors interested in Eastern European markets 
has increased substantially. The expectation of full EC membership 
also makes Austria an attractive base for U.S. business. 
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PART A -— CURRENT ECONOMIC SITUATION AND TRENDS 


Austrian Economic Policy - Move to Liberalization: Austria’s 
economy is becoming more liberal and open, especially as the country 
moves towards membership in the European Community. Complete 
liberalization in 1991 of cross-border capital movements and the 
freer access foreign borrowers now enjoy to bond markets illustrate 
this trend. The government’s liberalization policy will lead to 
abolishing or reducing a number of subsidies for protected sectors. 
Preparations for EEA membership require amending over 100 federal 
laws, including such important legislation as the banking act and 
the business code. Reforming the business code, for example, most 
likely will mean easing business license requirements. 


In addition to harmonizing many of Austria’s economic laws and 
regulations with those of the EC, the government will continue other 
reform efforts already under way. Among these programs are federal 
budget consolidation, deregulation, privatization, overhaul of the 
pension and health insurance systems, and tax reform. In dealing 
with these issues, however, the government has to face lower 
economic growth rates than Austria enjoyed during the exceptional 
boom of 1988-91, an expansion which made budget cuts and other 
economic reforms relatively painless. The budget deficit will also 
require some unpopular and painful measures, such as reducing the 
government’s contribution to the pension system. The new budgetary 
burdens of helping finance reforms in Eastern Europe and EC 
integration may also undermine efforts to reduce the deficit. 


International Integration -- Austria Pursues EC Membership: In the 
summer of 1991, the EC Commission issued a positive opinion ("avis") 
on Austria’s membership application. Because of a decision made at 
the 1991 EC Summit in Maastricht, membership negotiations could 
begin in the latter part of 1992. Many observers now consider it 
realistic to think Austria may be a full member by 1994 or 1995. 
Meanwhile, Austria will continue to harmonize its laws and 
regulations with those of the EC and move forward with plans for the 
European Economic Area (EEA), the common economic area that the 
countries of the EC and the European Free Trade Area (EFTA) plan to 
establish January 1, 1993. However, some experts increasingly 
question whether the EEA can begin as scheduled, since EC problems 
with the EEA agreement are delaying its signing and ratification. 
The EEA would be a welcome step on Austria’s way to the EC, but it 
is not a necessity. The EEA would require Austria to adopt about 60 
percent of the EC’s rules and procedures. At the same time, the 
Austrian Government and business leaders see full EC membership as 
essential if Austria is to remain attractive for new foreign 
investors and to encourage those already present in Austria to 
maintain or expand their investments. 


Reforms in Eastern Europe -- Impact on Austria: Market-oriented 
reforms taking place in Central and Eastern Europe have important 
repercussions for Austria, although their short-term economic impact 
will be limited. The original euphoria has given way to a more 
realistic approach as firms come to understand Eastern Europe’s 
economic problems and the large discrepancy vis-a-vis Western 
Europe. Austrian exports to Hungary, Czechoslovakia, and 
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Poland are booming, but there are difficulties in trading with the 
countries of the former Soviet Union, Bulgaria, Romania, and 
war-shaken Yugoslavia. By increasingly engaging in joint ventures, 
domestic firms are taking steps to position themselves in Eastern 
European markets. Austria is thus well-positioned to become a 
stepping-stone for Western companies interested in these markets. 
On the other hand, some economic disruptions may result in Austria 
from the freer flow of labor and lower-priced consumer imports from 
Central and Eastern European countries. 


The Austrian Government offers several loan and guarantee programs 
to spur direct investment in Eastern Europe. Austrian companies are 
pursuing investment opportunities in Eastern European countries’ 
infrastructure projects, particularly in energy. Moreover, a number 
of infrastructure investments, such as highway construction, will 
become necessary in the border areas of eastern Austria. The 
government remains concerned about the need to solve Eastern 
Europe’s financial problems resulting from the high volume of loans 
previously extended to these countries and the lack of fresh money 
to finance economic reforms and growth. 


Outlook: Continued Growth Through 1996: Austria’s economy expanded 
more moderately in 1991 with real growth of 2.8 percent, compared 
with 4.9 percent growth in 1990. Strong investment and lively 
private consumption supported economic growth while the export boom 
that led the expansion in previous years faded. The weaker German 
economy and the war in neighboring Yugoslavia will influence 
economic developments in 1992 and cause lower growth of about 2.0 
percent. Over the medium term, strong personal consumption levels, 


brisk demand for exports, and increasing investment activity in 
Eastern Europe should bolster average Austrian economic growth to 
about 3.0 percent through 1996, down slightly from the 3.8 percent 
average enjoyed from 1988 to 1991. 


Lower Growth in Foreign Trade, Continued Tourism Boom: More than 40 
percent of all goods and services produced are exported, a fact 
underlining the importance of trade for Austria’s economic 
well-being. The country’s exports still go primarily to Western 
Europe (75 percent of all merchandise exports are shipped to EC and 
EFTA countries), but exports to Eastern Europe, in particular to 
Poland, Hungary, and Czechoslovakia, are rising and comprise 9.0 
percent of Austria’s exports. The United States accounts for 3.9 
percent. Continued growth in productivity offset industrial wage 
increases in 1991 so that Austrian exporters’ international 
competitiveness improved slightly on average in comparison with its 
trading partners. Nevertheless, Austria’s export boom leveled off 
in the second half of 1991 with most of the gains concentrated in 
the EC and Eastern Europe while trade with EFTA and most overseas 
markets, including the United States, declined. 


As a result of strong capital investment and consumer demand, total 
Austrian imports (by value) rose 7.2 percent from 1990. In 1992, 
nominal import growth will ease to 5.4 percent due to the more 
moderate domestic economic growth. Since exports are expected to 


grow at a lower rate, the trade deficit will continue to expand in 
1992. 
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Tourism receipts continued their strong upward trend in 1991 and are 
projected to rise again by almost 7 percent in 1992, producing a 
greater surplus from services. A growing number of tourists who 
normally would have visited Yugoslavia traveled to Austria instead. 
In addition, growing numbers of tourists from Eastern Europe are 
expected to visit Austria in the next few years. Some, however, 
fear this development may hamper restructuring the sector towards 
higher income visitors while giving a boost to enterprises catering 
to less free-spending tourists. 


Current Account Deteriorates: Because of its high propensity to 
import, Austria traditionally runs a merchandise trade deficit. In 
1991, receipts from services -- mainly tourism -- only partially 
offset the rise in the trade deficit that resulted from moderate 
export growth and lively imports. The current account, therefore, 
was balanced in 1991 after enjoying a substantial surplus in 1990. 
Looking ahead to 1992, the current account will deteriorate to a 
deficit of about AS 5.0 billion, mainly due to lower growth in 
exports than in imports. 


Domestic Consumption Outlook: The 2.9 percent growth in real 
disposable income enabled private households to increase consumption 
by 3.0 percent (in real terms) in 1991 while maintaining a savings 
rate equal to 13.2 percent of their disposable incomes. With lower 
economic growth, real disposable income will improve by only about 

2 percent in 1992; thus, real growth in private households’ 
consumption is expected to ease further to about 2.5 percent in real 
terms, while the savings rate will slip to 12.6 percent. 


Total plant and equipment investment reached AS 475 billion in 1991 
(equal to 4.4 percent real growth). For 1992, a 3.1 percent real 
increase to AS 510 billion is expected. Industrial investment’s 
stagnation at AS 60 billion in 1991 was apparently the result of the 
need to consolidate after the tremendous 18 percent increase in 
1990. Industry’s plans for 1992 include investments of AS 66 
billion for capacity expansion, rationalization, maintaining 
international competitiveness, and for environmental protection. 
Despite the weaker economy, the investment climate remains favorable 
because of high capacity utilization, the further restructuring of 
Austrian industry, the prospects for EEA/EC membership, and the 
potential for growth in Central and Eastern Europe. Investment 
levels will stay high even over the medium term. Major Austrian 
investment projects include rehabilitation of federal railroad 
facilities and construction of new power plants, including possible 
investments to make Austria an electricity distribution center 
between Eastern and Western Europe. 


Modest Industrial Growth and Output: Industrial production rose 1.4 
percent in real terms in 1991. The emphasis shifted away from basic 
products to production of semifinished goods, capital goods and 
consumer products. Energy output grew again in 1991 because of 
higher consumption sparked by rising industrial activity and a 
1990-91 winter that was colder than the previous ones. In the 
second half of 1991, some industrial sectors, particularly those 
producing base/semifinished goods, as well as machinery and consumer 
durables weakened to the point where overall industrial output began 
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to stagnate. With a lower order backlog than a year earlier and a 
weak inflow of new orders, real industrial output will grow only 
slightly more than 1 percent in 1992. The construction industry 
output should enjoy a more lively growth rate of 4.0 percent (real 
terms) in 1992, supported by modernizing Austria’s railroads and 
building new housing and industrial plants. 


The State-Owned Sector Recovered: Austrian Industries (AI), the 
state-owned industries’ holding company, completed its restructuring 
program and showed a profit of AS 3.1 billion in 1991. The 
government agreed to give the private sector a majority interest in 
AI and to support this move by what is in effect a huge subsidy: the 
government has assumed payment of interest and principal on loans 
the AI group of companies raised in the 1980s to restructure. In 
exchange, the government will provide no further subsidies nor 
guarantee future borrowings by AI. In January 1992, AI management 
refused to support a demand by its subsidiary for an AS 5 billion 
subsidy to shift to a new, more environmentally sound steel 
production process. Nevertheless, AI delayed listing its shares 
from mid-1992, as originally planned, to mid-1993. The reasons are 
a bearish stock market and a drop in the AI’s 1991 profits to less 
than AS 2.0 billion due to depressed steel and aluminum prices. The 
steel sector also suffers from a loss of markets in the former 
Soviet Union. Still, privatization will be an important step in 
restructuring Austria’s economy for EC membership and in improving 
AI’s international competitiveness. AI is generally doing well and 
is pursuing a medium-term foreign investment strategy concentrating 
on the European Community and Central and Eastern Europe, primarily 
Hungary and Czechoslovakia. 


Privatization Continues: Since the ambitious program started in 
1987, the government has sold shares worth about AS 45 billion in 
the various state industries. The government now owns less than 50 
percent of the nonvoting shares in the Creditanstalt bank, but still 
has a majority of the voting shares. In the case of Laenderbank, 
the government now holds a minority interest because of the bank’s 
merger with Zentralsparkasse to form Austria’s largest commercial 
bank, Bank Austria. 


Inflation to Remain Moderate: Austria’s moderate 1991 economic 
growth produced little inflationary pressure. As measured by the 
Consumer Price Index, inflation rose 3.3 percent in 1991, the same 
as in 1990. Inflation, however, will accelerate to an estimated 4.0 
percent in 1992 because of numerous price hikes effective the first 
of the year, for example, the rise in gasoline taxes, as well as due 
to higher social insurance premiums, increasing wage costs, and high 
interest rates. This inflation rate assumes relatively stable world 
market prices for raw materials and petroleum. 


Labor Peace Continues -- But Unemployment Keeps Rising: At 6.3 
percent, gross wage increases considerably exceeded inflation in 
1991 and were not offset entirely by productivity gains. The 
resulting 2.2 percent rise in industry’s 1991 unit wage costs was, 
however, still lower than in many other countries, and thus Austrian 
industry’s international competitive position still improved. 
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The expected 1.0 percent rise in industry’s unit wage costs in 1992 
should further improve Austria’s position. 


Despite firm economic growth and an exceptional 2.4 percent rise in 
employment in 1991, unemployment remains a problem. Labor supply, 
primarily because of the strong influx of foreign labor, is growing 
faster than demand. Refugees and illegal foreign workers put 
additional pressure on the labor market. As a result, the number of 
unemployed rose 19,000 to an annual average of 185,000 in 1991, even 
though the average employment figure of 2,999,000 was a post World 
War II record. The annual unemployment rate was 5.8 percent, up 
from 5.4 percent in 1990. Developments in 1992 will not be much 
different. Total employment will rise to 3,040,000, while the 
number of unemployed could increase to 200,000, with unemployment 
reaching 6.2 percent. 


The continued rise in unemployment may strain management/labor 
relations over the medium term. Unions will cite rising 
unemployment as a reason to cut the workweek from 40 to 35 hours 
with full pay for all employees. By the end of 1991, over half of 
all Austrian employees worked 38 or 38.5 hours per week (the Embassy 
does not expect a general 35 hour workweek soon). In terms of 
overall wage costs -- wages, employer contributions to social 
security, and fringe benefits -- Austria remains competitive with 
other industrialized nations, but cannot compete with the labor 
costs in the countries of Central and Eastern Europe. 


Stable Monetary Policy, Liberalized Foreign Exchange Regime: The 
Austrian National Bank maintains a "hard Schilling policy" by 
adjusting money supply and interest rates to keep the 
Schilling/German Mark exchange rate set at AS 7 equals DM 1. With 
EC membership Austria will participate in the European Monetary 
Union (EMU) and will substitute the European Currency Unit (ECU) for 
the Austrian Schilling. If Austria were in the Community today, it 
would be one of only four members fully qualified for EMU. Lack of 
membership does not affect monetary policy in the short term since 
the National Bank will not peg the Schilling to the ECU while the 
ECU is softer than the Mark. The link to the Mark, however, means 
the German Bundesbank’s determination to fight inflation with higher 
interest rates also affects Austria; interest levels are higher than 
Austria’s domestic economic situation would dictate. The result is 
Austrian interest rates tended upwards throughout 1991. New bonds 
sold at 8.75 percent in the fall of 1991. In late December 1991, 
the National Bank raised the rediscount rate to 8 percent -- a post 
World War II record. Loan rates rose half a percentage point in 
January 1992 as a result, and bond market rates could rise to about 
9 percent by March 1992. Good news came on November 4, 1991 when 
the Austrian National Bank waived the remaining controls on 
cross-border capital movements and gave the country a fully 
liberalized foreign exchange regime. 


Capital Markets -- Stocks Declined, Bond Market Liberalized: The 
Vienna Stock Exchange saw a dramatic decline in 1991. The end of 


the Gulf War sparked a 20 percent rise in the stock index, but the 
war in neighboring Yugoslavia and the collapse of the Soviet Union 
put the market in a bearish mood where it stayed. At the end of 
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1991, prices were down 16.6 percent from the 1990 year-end level. 
The Vienna stock exchange should see higher prices in 1992, provided 
the war in Yugoslavia ends and the political situation in Eastern 
Europe, including the European parts of the former Soviet Union, 
remains reasonably stable. In the bond market, the government 
liberalized rules covering foreign borrowers’ ability to place bond 
issues, but strict public disclosure requirements have to be 
observed to ensure market transparency. Given the limited variety 
of issues on the Austrian bond market, U.S. issuers might find 
Austria a market worth tapping. 


Tax Reform -- Government Austerity to Continue: Fiscal austerity 
will continue. The government plans to cut the federal budget 
deficit from 3.5 percent of GDP in 1990 to 2.5 percent by 1994, but 
questions remain about its ability to do so. To reach the 1992 
target of a budget deficit equaling 3.1 percent of GDP, the 
government resorted to off-budget financing, increased gasoline 
taxes, and used receipts from privatization to finance current 
budgetary expenses. Since it is increasingly less feasible to 
reduce the deficit further by cutting discretionary spending and 
drawing down reserves, the government will have to undertake 
structural reforms. Such steps could include unpopular cuts in the 
government’s contributions to the pension system, social programs, 
hospital financing, and the railroads, problems which have to be 
solved to achieve a lasting consolidation of the federal budget. 
Expectations of moderate economic growth following four years of 
rapid expansion combined with a reform of the family subsidies 
program mandated by a constitutional court decision will further 
complicate the government’s efforts. However, as a candidate for EC 


membership and faced with the need to gain latitude to write-off 
government-guaranteed foreign loans, mainly to Eastern Europe, the 
government is under increased pressure to push through its deficit 
reduction plan. 


As an initial move to adapt Austria’s tax structure to EC 
regulations, the government cut the 32 percent value-added tax (VAT) 
on cars to the regular 20 percent VAT rate. However, a sales tax 
ranging between zero and 14 percent, depending on the automobile’s 
gasoline consumption level, was introduced at the same time for 
environmental reasons. A move to restructure the tax system in 
general is expected for 1993. 


Political Strains: The debate over the budget caused the Grand 
Coalition -- formed by the Social Democrats (SPO) and the People’s 
Party (OVP) after the Parliamentary elections in October 1990 -- to 
show some strains, especially over the budget. The OVP’s losses in 
several provincial elections in 1991 -- in the Vienna municipal 
elections the party fell to third place behind the Freedom Party 
(FP6) -- has raised additional questions about the Coalition’s 
future. Some observers suggest a poor OVP showing in the April 1992 
presidential elections could undermine the government’s ability to 
deal with such important economic/political issues as amending over 
100 federal laws to join the EEA and negotiating EC membership. The 
government needs to deal with longer term political issues such as 
election reform, the need for pension system overhaul, further 
budget deficit reduction, concern about immigration from Eastern 
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Europe, and the possible need to reschedule the huge loans made to 
the former regimes in those countries. 


The ongoing dialogue on national issues and policies among leaders 
of labor, business, and agricultural institutions, known as the 
"Social Partnership," has for nearly three decades encouraged social 
and political stability by reconciling the divergent interests 
before they reach the point of crisis. Although its influence seems 
to have decreased, the Social Partnership is still an important 
political factor in Austria. 


Agriculture: Agricultural performance continues to be good, but 
largely because it is highly protected and has some of the highest 
and most subsidized prices in Europe. Farm earnings should be 
positive again in 1992. 


Total grain output dropped in 1991 due to a reduction in the area 
devoted to grains. In addition, cool weather considerably reduced 
the per hectare yields of barley. Yields of bread grains and corn, 
however, stayed almost the same as in 1990. The somewhat reduced 
1991-92 exports will probably go to Eastern European countries and 
the former Soviet Union, but the financial problems in these 
countries require that Austria find additional outlets in North 
Africa and Asia for relatively large quantities of grain. 


Oilseed cultivation increased in 1991 and weather conditions meant 
yields of all oilseeds were considerably higher than in 1990. The 
area for growing oilseeds will probably increase again in 1992 at 
the expense of grain. A large share of rapeseed output will be used 
to produce fuel oil. A second bio fuel plant is under construction 
to process the larger rapeseed crop. Despite expanding by 60 
percent, the land devoted to soybeans remained small. 


Beef production increased considerably and consumption, which had 
declined or stagnated for several years, may have increased in 
1991. Pork output in 1991 dropped slightly. 


PART B_- IMPLICATIONS FOR THE UNITED STATES 


Austria has become an even more attractive market for exporters 
because of the reforms in Central and Eastern Europe. Austria’s 
importance as a gateway for U.S. exporters and investors interested 
in these markets has increased substantially and a number of U.S. 
firms have moved their regional headquarters to Vienna. Some are 
considering locating labor intensive production activities in 
Eastern Europe, while keeping logistical coordination and management 
in Austria. Of the approximately 300 American firms doing business 
in Austria, 200 have expanded into Eastern Europe. Austrian firms 
often are ideal partners for U.S. firms because of their vast 
experience in doing business in Eastern Europe and Austria’s 
proximity to these markets. OPIC and its Austrian equivalent, the 
Finance Guarantee Company, have signed a cooperation agreement to 
provide guarantee cover for joint U.S./Austrian investment projects 
in Eastern Europe. OPIC can cover the U.S. firm’s share in the 


ventures, while the Finance Guarantee Company offers guarantees for 
the Austrian portion. 
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Austria’s importance as a location for foreign investors is further 
underlined by Chrysler Corporation’s establishing a production plant 
for minivans in Austria to serve all of Europe. In 1991, U.S. 
direct investment in Austria totalled about AS 9.3 billion. 


Economists believe a new "Danube Basin" industrial zone may develop 
in the Vienna-Brno-Bratislava-Budapest area. Economies of scale 
resulting from greater international division of labor in this part 
of Europe could result in an economic upswing and cause autonomous 
growth. The Danube Basin Conference, a high-level conference on 
U.S. business opportunities in Eastern Europe held in June 1991 in 


Vienna, was so successful that the U.S. Embassy will host a second 
such event June 1-2, 1992. 


Exports from the United States continue to surge. After a 9 percent 
rise in 1990, the total Schilling value of Austrian imports from the 
United States rose another 15 percent in 1991, and the U.S. share of 
total Austrian imports rose from 3.6 percent in 1990 to 3.9 percent 
in 1991. On the other hand, Austrian exporters encountered some 
difficulties in the U.S. market, primarily as a result of the 
Schilling’s rise against the dollar, which decreased sales. The 
U.S. market accounted for only 2.9 percent of Austria’s exports in 
1991. The bilateral trade account showed a swiftly increasing 
surplus of about AS 9.3 billion in favor of the United States in 
1991 after a surplus of AS 5.3 billion in 1990. In 1992 U.S. 
exports to Austria are likely to grow at about the same rate as 
total Austrian imports, while Austrian exports to the United States, 
given expectations of a slightly higher dollar rate, should grow 
slightly faster. The U.S. trade surplus with Austria is not 
expected to change significantly in 1992. 


Prospects for U.S. Exporters: The exchange rate should continue to 
favor U.S. exporters. Companies from the United States will 
encounter increasingly stiff competition from Japanese and EC 
suppliers, especially in the case of the EC when the EEA goes into 
effect and later when Austria becomes a full EC member. Therefore, 
U.S. firms will be well advised to intensify their marketing efforts 
if they want to keep or expand their share of the Austrian market, 
particularly if the dollar rises again against the Schilling. 
Despite stiffer competition, Austrian EC membership will also have 
positive effects for U.S. suppliers -- adopting lower EC tariff 
levels could make Austria a larger importer of U.S. products. 


Major Products: The following areas have particularly strong sales 
potential for U.S. firms: computers and peripheral equipment, 
computer software and services, drugs and pharmaceuticals, 
electronic components, aircraft and parts, medical equipment, 
automobiles and light trucks/vans, laboratory scientific 
instruments, industrial chemicals, plastic materials and resins, 
business equipment (non-computer), machine tools and metalworking 
equipment, sporting goods, telecommunication equipment; photographic 
equipment, industrial process controls, printing and graphic arts 
equipment, jewelry; security and safety equipment, packaging 
equipment, cosmetics and toiletries, and lasers and electro optics. 
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The Foreign Commercial Service at the U.S. Embassy in Vienna 
prepares market analysis reports for a variety of product groups and 
industry subsectors which are available from the U.S. Department of 
Commerce and its district offices. 


Major Projects: Several large energy projects planned with 
neighboring countries could be of interest to U.S. firms, such as an 
oil pipeline between Bratislava and Vienna. There are also plans to 
build a new hydroelectric power plant on the Danube in Vienna. 

Large projects to modernize the Austrian federal railroads for high 
speed traffic or to build major railroad tunnels are still under 
discussion and should be monitored. 


Attractive Environment for Investors, but EC-Membership Decisive: 
The stable economic and political climate make Austria an attractive 
location for U.S. companies establishing European subsidiaries. 
Austria also offers social peace, a stable currency, lower labor 
costs than in other Western European countries, and easy access to 
key third markets, especially the countries of the EC, EFTA, and 
Central and Eastern Europe. The 30 percent corporate tax rate and a 
fully liberalized foreign exchange regime make Austria an 
appropriate base for international operations. Although Austria’s 
business climate is much more entrepreneurial than it was a few 
years ago and will be further deregulated and liberalized, foreign 
investors still have to deal with a relatively complicated 
bureaucratic system. Austria’s decision to apply for EC membership 
and the EC’s positive response have clearly improved conditions for 
those investors interested not only in the Austrian market, but also 
in using Austria as a base for Europe-wide operations. Despite the 
EC’s positive attitude and expectations of many that Austria will 
become a full member of the EC, possibly as early as 1994 or 1995, 
there is still one uncertainty, namely the necessary public 
referendum required in Austria for full EC membership. Therefore, 
potential U.S. investors should closely monitor the mood of 
Austria’s public regarding EC membership. 


The Austrian Government welcomes productive foreign investment, 
which is subject to the same legal provisions and treatment as 
domestic investment. No performance requirements are imposed on 
foreign investment in Austria. The government is expected to 
continue present policies of diminishing the state’s economic role 
and bringing Austrian laws and regulations in line with the EC’s. 


U.S. investors may seek assistance in planning industrial projects 
in Austria from the Industrial Cooperation and Development Company 
(ICD-Austria), which can be contacted at its U.S. offices at 747 
Third Avenue, 19th floor, New York, NY 10017; Phone (212) 980-7970, 
or 90 Middlefield Rd, Suite 205, Menlo Park, CA 94025; Phone (415) 
321-7333. Additional information on trading or investing in Austria 
can be obtained from: Austrian Trade Commission at 150 E. 52nd 
Street, 32nd Floor, New York, NY 10022; Phone (212) 421-5250. 





